offered to the potential client to be a success. Sometimes this enthusiasm generates the decision to enter the consulting business without realistically evaluating whether a market for that idea, product, or service exists. The decision to become an independent occupational health nursing consultant is not based on emotional drive, but on an appraisal of consultant abilities and a thorough analysis of the proposed business (Dailey, 1993 ). An analysis must be made of whether enough potential clients exist and, if so, whether they will actually buy the consultant's services. Some nurses are lured into the prospect of becoming a consultant because of interest expressed by one or two potential clients. Dailey (1993) warns not to rely on a single client. A large base of smaller companies is preferred over one or two large ones. To evaluate a potential market, the occupational health nurse needs to clearly identify what service or product is being offered, and the potential customers within a realistically appropriate geographic area. For example, a group of pediatric nurses identified a need to describe appropriate play for hospitalized children of various age groups. They developed a successful Age Appropriate Play KardexI!ID for pediatric clinical practice (Rauen, 1988) .
The number of potential clients and the competition expected for those clients should be determined. Who is the competition? How do they compete in marketing, services, and price? What can they do better or not as well? A few of the competitors independent nursing consultants may face are physician consultants, hospital based occupational health programs, safety consultants, mobile health services, public health service agencies, industrial hygiene consultants, and other nurses. Gumpert (1991) suggested the market research also include interviews with potential customers, research of related literature, inquiries to trade/professional associations, and market tests such as questionnaires. For example, the Needs Assessment Survey conducted by the American Association of Occupational Health Nurses (AAOHN) assists in the decision on what continuing education programs should be offered to occupational health nurses at the next American Occupational Health Conference.
It is important to objectively determine if the venture will result in a profit, a breakeven status, or a loss. For the nurse seeking only personal reward from an independent practice, breaking even may be enough. For those seeking a profit, a consulting business may not be the most profitable investment for their time and money. Schine (1991) described an entrepreneur who opened a quilting supply store in pursuit of her dream to have her own business. Her research showed that the market was weak for quilting supplies in her area. She decided to proceed anyway and ended up in bankruptcy. A positive attitude is essential. However, it should not be the deciding factor on whether to start a consulting business.
UNDE.RESTIMATING THE TIME REQUIRED
Nurses have been heard to say such things as: "I think I'll go into consulting so I can take vacations whenever I want," and "I want to work for myself so I can spend more time with my family." Independent nursing practice, as with any other small business, requires incredibly long hours and a great deal of schedule flexibility (Gumpert, 1991) . Not only must the service be provided to the client, but the business itself requires attention. The consultant typically performs the roles of purchasing agent, secretary, bookkeeper, and sales representative. Clients have needs and demands that they expect to be met. If the training has to be done the second week of the month, or the report has to be received 3 days after the site visit, it's the consultant's time being controlled. Work loads are often unpredictable. Gumpert (1991) offers an excellent analogy: being self employed is like getting on a roller coaster, buckling the seat belt, and being blindfolded before the first ascent. There are deep lows and sharp highs. There may be only a few consultation requests for a few months, followed by a strong demand in other months. The business and the clients control the consultant's time.
To handle this problem, the consultant must be prepared. Because the quantity of time with the family may be more limited, emphasis must be on spending quality time together. Planning ahead to make time together special is essential. It is also helpful to physically segregate the main functions of the office to improve production and reduce time consumption. Examples of physical segregation include having a telephone work "station," a mail processing "station," a money processing area, and a filing center (Edwards, 1991) . It is not realistic to expect to do everything alone. A college intern, business services center, and other temporary services may prove cost and time effective. Nevertheless, keeping the business going may require weekends, nights, and even holi-18 days. There is always another crisis (Gumpert, 1991) . The consultant must be prepared to devote time, schedule flexibility, and the relentless will to succeed.
LACKING AN ADEQUATE BUSINESS PLAN
As the saying goes: "If you don't know where you're going, you won't know when you get there." Running a consulting business without a plan prevents later assessments for financial status and progression toward business goals. A business plan is essential to: obtain bank financing, attract investments, convince large potential clients, attract key employees, and keep the business activities on track (Gumpert, 1991 Developing a business plan is beneficial because it requires thinking through all the areas of the business at the nuts and bolts level. "Piles of money without sound business management and planning will not make a business succeed" (Schine, 1991) .
Developing a business plan can be especially challenging for the consultant because of the difficulty in predicting exactly how the marketplace is going to respond. For example, a new OSHA requirement may rapidly expand the need for consultant services. In the same manner, another new regulation may reduce the demand. As an example, nurses in one state created a "half-way house" for new mothers and infants who were being discharged 24 hours after delivery due to insurance coverage limitations. The clients received basic nursing assistance and a secure place to rest for a nominal fee. However, the state passed a law prohibiting insurance companies from denying coverage beyond the 24 hour period. This quickly put an end to the half-way house enterprises in that region.
FAILING TO ESTABLISH THE RIGHT PRICE
New consultants tend to charge prices too low for the time and quality of services provided. Service businesses often neglect to charge for program development time, including "thinking time" (Marder, 1991) . Dailey (1993) lists failing to price correctly as a common cause of business failure. Pricing is governed by the free market system. That is not to say that a client will not pay a higher price for a service perceived to be superior to that offered by the competition. However, a client can and will shop around for the best service at the best price-the best value (Schine, 1991) . There are three methods that can be used as a basis for pricing services: • Cost basis-a percentage mark up over the breakeven point of producing the service.
• Demand basis-eharging what the client is willing to pay. • Competition basis-setting prices lower or higher, depending on company objectives, than the competition's prices. Care must be taken not to undervalue services for the sake of getting a client. For example, offering free services is poor business management. The client will expect more of the same in the future and balk at more properly evaluated prices. Also prices can, in themselves, represent an image of the consultant. Low prices may convey a message of cheap quality because of the general perception of getting what you pay for. A safety consultant describes submitting a proposal for a project based on a $20 hourly fee. The standard market hourly fee was $50, but he believed he would win out over the competition by offering an unusually low price for the same services. The client selected a more expensive client, stating that the lower fee had to represent cheaper materials and a lower quality of service.
Critical to establishing prices is correctly estimating the amount of time and money needed to complete the job to the expectations of the client. For example, it is very easy to underestimate the amount of time it takes to write site specific plans because of the specific data that must be gathered and analyzed for the project. Failing to take into account vendor price changes is another example. In one case, a consultant submitted a proposal for a consulting project that required flying to several of the client's plants across the United States. By the time the client reviewed and accepted the proposal 6 months later, the airfare had nearly doubled. The consultant had failed to include a price increase contingency in the proposal. As a result, the consultant had to perform the proposed job for a loss. A similar experience occurred in a construction firm. The estimator failed to take into account changes in raw material prices. The company was forced to honor a signed contract proposal that ultimately put it into bankruptcy.
FAILING TO MAINTAIN ADEQUATE CASH FLOW
Cash flow is the difference between movement of money in and out of a business over a certain period of time (Gumpert, 1991) . Almost every publication about small business describes inadequate cash flow as a primary reason for failure. While it would be ideal to have a consulting business consisting of a post office box that receives money, providing consulting services requires expenditures. If money received is greater than money spent, the business is in a state of positive cash flow. If expenditures are greater, a negative cash flow exists. A negative cash flow is not in itself bad, and should even be expected. "It takes money to make money." But it should not be allowed to persist, as it means the business is taking a loss.
Negative cash flow can be caused by slow paying clients. The net 30 day payment term is almost nonexistent for consultants. Often clients pay anywhere from 45 to over 120 days later. However, the consultant will still need to pay monthly bills. Negative cash flow also can be JANUARY 1997, VOL. 45, NO.1 caused by too many expenditures. A business should purchase only those materials and services essential to maintaining the business. For example, tying up finances in unneeded computer capacity or expensive office furniture results in inadequate cash flow when a client fails to pay on time or financing for a big, new contract is needed. Cash flow problems can be avoided by: (Gumpert, 1991; Schine, 1991) . • Avoiding taking on more jobs than current cash flow can finance. The objective is to maintain cash balances as close as possible to the amount needed for disbursements. When there is an increase in demand for consultant services, additional expenses must be anticipated. Additional money does not come in until later. When making plans for growth, it is important to allow for this lag in cash flow.
FAILING TO MARKET EFFECTIVELY
Many new consultants believe that once they have announced their intentions, business will come to them. Others, especially health care professionals, feel embarrassed or unethical advertising themselves. However, without promotion efforts the market will never be aware of even the best in nursing consultants. Marketing is not just advertising; it is promotional efforts to reach the potential buyer. The nurse is selling consultant services-what can be done for the benefit of the client, not the consultant as a person. To market effectively, the consultant needs to:
• Identify what the client should perceive as the benefits of the services offered and how they meet client needs. • Treat the customer's needs as paramount. • Clarify differences and advantages of services being offered compared to those of competitors. • Find the target market-a cluster of clients among the entire group of potential customers for whom the consultant can provide the maximum benefit. Market to that target market-the "niche" in the (Schine, 1991) . Promotion of consultant services can be accomplished by four main methods: personal contact, "sales" incentives, paid advertising, and unpaid publicity. The Sidebar on this page describes ways to promote consultant services.
State and federal governments buy vast quantities of goods and services. This is a lucrative market once the involved procedures and regulations are understood. Unfortunately, there is no one, single source of information on government procurements . However, the U.S. Small Business Administration and government information on the Internet are good places to start. For states, the state Department of General Services is a beginning resource (Cook, 1994) .
OVERGENERALIZING
Nursing has many specialties. Occupational health nursing includes additional opportunities for refined specialization. The nurse consultant may be more experienced in health promotionallwellness programs; or perhaps the area of expertise is in case management. The mistake is to offer every service or consultation because a potential client has expressed an interest or because the business definition encompasses all traditional occupational health nursing activities. To do so is to spread the business too thin, requiring too wide a requirement in resources, certifications, and maintenance of up to date 20 knowledge (Dailey, 1993) . Identifying the needs of the selected target market and condensing time, effort, and resources into reaching and servicing that market is crucial. A successful consultant should be able to describe in one sentence the exact services being offered in terms understandable to the potential client.
TAKING INADEQUATE LEGAL PRECAUTIONS
Misunderstandings occur. Conditions change. Without a written contract detailing the terms of an agreement, both the client and the consultant are vulnerable. Suppose, for example, that the consultant agrees to do a training program for 50 employees at XYZ Company. A date is booked on the schedule, supplies are purchased, copies are made, and transportation, such as flight arrangements, is purchased. Three days before the date, the client calls to reschedule or even cancel. The consultant is stuck with all of the incurred expenses and no sure way to recover them. On the other hand, suppose the client requested OSHA 1910.120 Hazwoper training and the consultant misunderstood and provided OSHA 1910.1200 Hazard Communication training. If the client is cited by OSHA for inadequate training, the fines may possibly be passed on to the consultant (Terpin, personal communication, 1995) . It can be deceptively easy to shake hands on a verbal agreement, only to have disagreements arise after the project has been started. A clearly spelled out contract protects all the parties involved (Neal, 1982) .
Another legal concern is protecting work and ideas. Good ideas will be copied, but every effort should be made to copyright, patent, or label proprietary work. Employees and clients should be asked to sign nondisclosure agreements to avoid material distribution. Employees entering the business should be required to sign an agreement not to compete for a specific period of time after leaving employment.
Certain records and documents are required by taxing authorities and the law. If a business does not have comprehen sive records, analysis of the past and forecasting and planning for the future will suffer. If legal documentation requirements are not met, major trouble can result. Learning about legal requirements is not difficult. Local and state governments can advise about the need to have a company name researched to avoid duplication. A good accountant can advise about tax record requirements. The U.S. Small Business Administration has many pamphlet s describing legal record requirements.
SELECTING PARTNERS BASED ON SOCIAL REASONS
Prior to starting a consulting business, the decision must be made as to the legal form the business will take. There are three general forms common to most states:
Sole Proprietorship
This is the simplest and least expensive form of business. It is not a taxable entity. Income is reported on personal income tax returns. Business expenses and losses are deductible. The proprietor is personally responsible for financial liability incurred by the company. In case of bankruptcy, creditors can go after personal possessions. An example describes what happened to a truck driver who hauled steel. He established his business by taking out a $100,000 loan for a tractor and trailer. Business was good and the loan payments were made on time. Then, a major strike in the steel industry shut down production and the need to transport steel. The driver could no longer make the necessary payments. He lost his home, car, tractor and trailer, and furniture to creditors.
Partnership
Partnership structure is when two or more persons share ownership and, sometimes, management. A formal agreement or filing for partnership status is not required. It is not a taxable entity. Professionals who contemplate providing consulting services together typically look at a partnership form of organization. Having a partner can be a good way to bring more start-up capital into the business. Partners are personally liable for financial liability. In a limited partnership, limited partners are liable only to the extent of their investment. They don't share management responsibilities or authority.
Corporations
Corporations are autonomous legal entities with readily transferable ownership. They are classified usually as either C-corporation or Subchapter-S corporation for tax purposes. Income is recorded by shareholders. The liability of all shareholders is limited to the amount they invested. A corporation does not cease to exist if the owner or partners die. A closely held corporation does not offer stock to the public at large. C-corporations are subject to double taxation, first on their profits and then on the dividends paid out to the consultant, the investor. A Subchapter-S corporation is a way to prevent double taxation. A Subchapter-S corporation is not taxed on its profits. The income is recorded by the consultant shareholder on personal taxes, even if not distributed to personal finances. Thus it is taxed the same way as a sole proprietorship or partnership. To qualify as an S-corporation, the business must: • Have no more than 25 shareholders. • Have no non-resident alien shareholders. • Have only individuals, estates, or certain trusts as shareholders. • Offer only one class of stock. • Derive no more than 8% of its gross receipts from foreign countries. • Derive no more than 25% of its gross receipts from royalties, rents, dividends, interest, annuities, and gains on sales or stock/securities exchanges. However, a Subchapter-S corporation must have its losses or profits entered on the individual shareholder's income tax returns. This can add up to a considerable personal tax liability if other income contributes substantially to the tax rate being used. Once a business has elected to be a C-corporation, it cannot return to Subchapter-S JANUARY 1997, VOL. 45, NO. (Schine, 1991) .
corporation status for another 5 years. Incorporation is accomplished by filing with the state. It is advisable to have an attorney draft the necessary documents (U.S. SBA, 1983) . Ownership and control of sole proprietorships and corporations are clearly delineated. Disputes can be a problem in a partnership unless a written agreement has been legally drawn up. Often partners start a business with erroneous assumptions about what the other partner expects (Schine, 1991) . It may not have been clearly decided what happens if one partner wants out. Partners must rely on the other's decisions, performance, contributions, and judgments without having disciplinary or other methods of recourse. When lines of authority are not clear, bickering and even legal action can result (see Sidebar, this page). Deciding to start up a partnership based on "being friends" is an insufficient reason for selecting the partnership as an organizational set-up.
FAILING TO ANTICIPATE MARKET CHANGES
The business world is dynamic. Some changes occur quickly, such as fads, while others occur gradually. It is especially critical for the consultant to stay a step ahead of the client market in knowledge and skills. Obsolescence spells disaster. Also, being unaware of trends and competitor activities can slow business to a trickle. Client needs change. Suppliers change products and product availability. Prices, such as airfare or printer toner costs, can increase rapidly. The independent consultant must anticipate and be ready to react to change. This includes examining:
• Technological changes--ehanges that can improve efficiency (word processing); that will result in a competitive disadvantage if not used (fax machine); and
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Ten Common Mistakes to Avoid as an Independent Consultant
Hau, M.L. mine a business endeavor, the nurse desiring to become an independent consultant can take specific actions to recognize and avoid them. Being self employed can be very demanding. But the end result can be earning a comfortable living with the opportunity to create and innovate in an atmosphere of independence and personal challenge. 
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